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This symbol, which was used for 
(=e first time in the 1973 Annual 

Report, has become more closely 
identified with Commerce Capital during 
this past year. The design graphically 
portrays the expansion which has taken 
place in Commerce Capital over its five- 
year history and its development into a 
Closely integrated group of companies 
providing financial services to an in- 
creasing number of Canadians. 
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TO THE SHAREHOLDERS 


This report presents on an unaudited basis the con- 
solidated statement of earnings and the consoli- 
dated statement of changes in financial position for 
the first six months of 1974, with comparative fig- 
ures for the same period last year. 


The most significant achievement to report is the 
continued growth in profits. Earnings before extra- 
Ordinary items reached $443,151, up from 
$247,241 a year earlier. On a per share basis, this 
amounted to 19 cents compared to 11 cents in 
1973, a gain of 73%. This accomplishment is par- 
ticularly noteworthy due to the fact that it occurred 
during a period of tightening monetary conditions 
and sharply rising short-term interest rates which 
adversely affected our borrowing costs. It in part 
reflects our efforts to match the maturities of our 
assets and liabilities wherever possible and thus 
minimize the erosion of profit margins occurring in 
times such as these. 


The Company's asset base continued to expand at 
an impressive rate. This growth was particularly 
evident in our mortgage lending programme car- 
ried out by Farmers & Merchants Trust Co. Ltd., 
General Mortgage Corporation of Canada and 
Commerce Capital Financial Corporation. It was an 
extremely active period with mortgage loans show- 
ing a net increase of $40 million compared to $13 
million in the first half of 1973. 


In July, Commerce Capital Properties Limited 
opened its first shopping centre in Kenora, Ontario. 
Our second centre, in Estevan, Saskatchewan, will 
open this month. In addition, construction is now 
underway on Unicity Fashion Square, the regional 
shopping centre we are developing in Winnipeg 
with Trizec Corporation Ltd. and Hudson’s Bay 
Company Limited. 


Comcap Factors Inc. continued to expand its oper- 
ations in response to a continuing strong demand 
for accounts receivable financing. 


The proposed acquisition of Triarch Corporation 
Limited and its principal subsidiaries, outlined in 
our last Interim Report to Shareholders and 
scheduled to close by the end of June, has not yet 
been completed. The delay has been due to a 
number of reasons, including certain changes 
which have taken place in the proposed purchase 
terms. One such change has been the elimination 
of convertible debentures as part of the purchase 
price with the result that payment would be com- 
pletely in common shares. 


We expect that the Company’s earnings for the bal- 
ance of the year will continue to show a substantial 
improvement over 1973. However, due to the fact 
that our lending activities have slowed down since 
mid-year in response to the increased pressures of 
monetary restraint, we do not anticipate that the ex- 
ceptionally strong rate of growth experienced in the 
first half will persist throughout the next six months. 


Yours very truly, 


President 


Montreal, Quebec 
August 15, 1974 


CONSOLIDATED STATEMENT 
OF EARNINGS 


(Unaudited) 
Six Months ended 
June 30 
pe AST Ss Se ee 
Income 
WGIGS! 22 ee Se eeee eee eee $8,110,349 $4,024,388 
DINICC MC Saat etic Jabs awn ts 59,786 69,291 
@iHCMINCOMCs teach av ss 1,231,148 652,828 
9,401,283 4,746,507 
Expenses 
(RELCS Ware eee ia a kw 3 6,422,756 3,137,887 
Administrative and general 
MO CMSCSuree i. fells alee ca rs 1,638,489 963,636 


8,061,245 4,101,523 


Earnings before Income Taxes, 
Minority Interest and 


Extraordinary Items ........ 1,340,038 644,984 
INCOME: ARCSeametsewe i ab ce es: 623,097 274,535 
716,941 370,449 

MiInOnilysintereS tame a. fon se 273,790 123,208 


Earnings before Extra- 
Ordinary: ItemSrte rerio ee 443,151 247,241 


Extraordinary Items 
Recovery of income taxes less 
minority interest thereon .... 40,839 39,041 


NewEanningSiennc. soerc. $ 483,990 $ 286,282 


Earnings per Share 
Before extraordinary items . . 19¢ 11¢ 
NetGannin@Siavctssme ns ose 21¢ 13¢ 


Average number of shares 
OULStaN CIN Osc eeeewe eee 2,276,870 2,245,203 
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1973 


$12,193,839 


$ 667,935 
30 cents 


$ 666,681 
30 cents 


$146,594,275 


$ 7,044,969 
$ 3.09 
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PRESIDENT’S REPORT 


Commerce Capital completed an 
excellent year in 1974, with the 
highest earnings in our history and a 
strong foundation for future growth in 
all major areas of activity. This 
performance was particularly 
gratifying since it occurred during a 
period of economic and financial 
stress characterized by 
unprecedented inflation and 
extremely high interest rates. During 
the period profit margins for most 
lending institutions narrowed 
considerably due to the increasing 
cost of short-term borrowings 
coupled with escalating 
administrative costs. Although by no 
means free of these problems, we 
were not as adversely affected as 
many others in our industry since 
over the years we have made an 
effort to keep the term of our liabilities 
relatively closely in line with the term 
of our assets. This accomplishment 
reflects our approach to money 
management matters. Although loan 
demand was exceptionally heavy, 
particularly during the first half of the 
year, we were able to meet most of 
the credit needs of our customers 
and we did so without sacrificing the 
quality of our assets or expanding 
beyond the limitation of our 
underlying resources. From an 
overall corporate viewpoint, we did 
not acquire any new subsidiaries but 
devoted all our efforts to enhancing 
the profitability of our existing 
Operations. 


Financial Performance 


Earnings before extraordinary items 
amounted to $825,914 compared to 
$667,935 the previous year. After 

taking into account a small increase 


J. B. Whitely, 
President and Chief Executive Officer. 


\ 


in the average number of shares 
outstanding, this was equal to 36 
cents per share compared to 30 
cents in 1973 — again of 20%. We 
are satisfied with these results since 
they meet the long-term performance 
standards we have Set for the rate of 
growth in the Company’s earnings. It 
should also be pointed out that they 
were achieved despite the affects of: 
(i) the imposition of the temporary 
federal corporate surtax, (ii) a more 
conservative method of accounting 
for mortgage fees and discounts by 
our subsidiary trust company and 
(ili) an upward adjustment in our 
provision for loan losses. 


Total assets increased by $74 million 
to $221 million. The greatest part of 
the gain was in mortgage loans 
which were up $62 million but it also 
included a $6 million increase in 
properties and a $2 million increase 
in factored accounts receivable. This 
growth was financed through various 
sources, principally the guaranteed 
accounts. Savings deposits 
increased by $25 million, guaranteed 
investment certificates by $30 million 
and bonds by $9 million. In addition, 
mortgages payable increased by $7 
million, representing the permanent 
financing on our completed shopping 
centres. 


The Business Environment 


The Canadian economy has now 
moved into a period of recession, 
with the rate of real growth slowing 
down considerably and 
unemployment increasing to 6.8%. 
The situation is even more serious in 


the United States which is currently 
experiencing a negative growth rate 
and where certain industries such as 
real estate development and 
automobile manufacturing are ina 
depressed state. 


All this is part of a world-wide 
inflation/recession condition brought 
about by many factors, including: 

(i) the energy crisis and the 
international balance of payments 
problems resulting from surplus oil 
funds flowing to Middle East countries, 
(ii) the world shortage of food, 

(iil) excessive demands on the 
productive capacity of world 
economies by the private sector and 
all levels of government and (iv) the 
inability to cope with problems of 
organized labour. 


The highest rate of inflation ever seen 
in Canada and the United States was 
reached in the latter part of 1974. 
Now, as recessionary forces take 
hold, there is evidence that the rate 
of inflation is slowing down. Certainly 
this is happening in the case of 
commodity and wholesale prices 
which are usually fairly reliable 
leading indicators. This development, 
in turn, has led to a decline in interest 
rates in the past few months, 
particularly in the short end of the 
money markets. For example, in 
Canada the prime bank rate has 
fallen from an all-time high of 111/2% 
in November to a current level of 9%. 


Over the same period, our five-year 
guaranteed investment certificate 
rate has declined from 107/s% to 
81/2%. 

These are welcome developments for 
trust companies and other mortgage 
lending institutions who as a group 
suffered badly when they were 
unable to offset the increase in 
interest rates on deposits and other 
short-term liabilities by raising the 
rates on longer-term mortgage loans. 
However, it would be wrong to 
assume that the pressures of inflation 
are behind us. Governments are on 
the horns of a dilemma. If they try to 
alleviate unemployment too quickly 
by running up large deficits there is 
real danger that the result will be 
serious reflation of the system, with 
even greater upward pressure on 
prices and interest rates. On the 
other hand, if they hold the line too 
closely, the economy may slide more 
deeply into recession. Our analysis is 
that there will be a greater concern 
over unemployment than inflation, 
resulting in a reinforcing of the 
inflationary pressures which 
unfortunately are becoming part of 
our way Of life. 


For this reason, the trust and loan 
company industry should make every 
effort to move in the direction of 
reducing Its exposure to the 
damaging effect that increasing 
interest rate levels have on profit 
margins. Basically, this can be done 
by two methods: (i) lengthening the 
intervals at which rate adjustments 
can be made on borrowed funds and 
(ii) shortening the intervals at which 
rate adjustments can be made on 
mortgage loans. The second method 
leads into the concept of variable 
rate mortgages. 


Five-Year Review 


This year we are presenting a 
five-year financial review for the first 
time. For it was in 1970 that the 
Company's present policies and 
objectives were adopted and it is 
from that year forward that our 
performance should be measured. 


From 1970 to 1974 shareholders’ 
equity increased from $811,000 to $8 
million or, on a per share basis, from 
$1.61 to $3.38. It is significant to note 
that this is equivalent to an average 
annual increase of 20%, again in line 
with our basic objectives with respect 
to corporate profitability. 


Over the period ordinary earnings 
grew consistently every year, moving 
from a small loss in 1970 to a profit of 
$826,000 in 1974. On a per share 
basis, the progression was as 
follows: (9d), 3¢, 25d, 30¢ and 36¢. 


Total assets expanded from $6 
million to $221 million. 


Commerce Capital To-Day 


To-day Commerce Capital is a 
national financial service company 
operating through five major 
subsidiaries. The principal services 
we Offer are near-banking facilities in 
many forms and various types of 
mortgage lending. We are also active 
in several other areas, including the 
factoring of accounts receivable and 


real estate development, particularly 
shopping centres. On a consolidated 
basis, we are now represented in 
twelve cities across Canada. 


Our major subsidiaries are as follows: 


1) Farmers & Merchants Trust Co. 
Ltd., a trust company with its 
head office in Calgary, Alberta, 
in which we hold a 62% interest. 


2) Commerce Capital Properties 
Limited, a real estate 
development company in 
Winnipeg, Manitoba, in which 
Farmers & Merchants Trust 
holds a 90% interest. 


3) General Mortgage Corporation of 
Canada, a mortgage lending 
company in Toronto, Ontario, in 
which we hold a 93% interest. 


4) Comcap Factors Inc., a factoring 
company in Montreal, Quebec, 
in which we hold an 82% interest. 


5) Commerce Capital Financial 
Corporation, a short-term 
mortgage lending company in 
Toronto, Ontario, in which we hold 
a 51% interest. 


Mortgage Lending 


Our overall mortgage activities 
continued to expand at a substantial 
rate in 1974. Through the operations 
of Farmers & Merchants Trust, 
General Mortgage and Commerce 
Capital Financial we disbursed $82 
million in new mortgage loans 
compared to $54 million the previous 
year. This included $66 million in 
residential loans and $16 million in 
commercial and industrial loans. In 
the residential category we provided 
the financing for over 2,000 new 
housing units, both single and 


multiple family. After allowing for 
maturities and redemptions in our 
existing portfolio, our mortgage 
holdings by year-end reached a level 
of $168 million. 


The loans of Farmers & Merchants 
Trust and General Mortgage, 
accounting for 96% of the total, are 
first mortgages, predominately 
residential and typically with an 
original term of five years. The loans 
of Commerce Capital Financial, 
accounting for the remainder, are 
short-term construction and 
development loans with terms of up 
to two years. 


During 1974 our lending rates were 
adjusted upward to keep pace with 
Our increasing cost of money and by 
the third quarter we were facing 
certain resistance on the part of 
borrowers. Fortunately, we have been 
able to reduce our lending rates 
since that time in line with a gradual 
decline in our money costs. 


Factoring 


Although the factoring business is 
relatively new to us, the senior 
management of Comcap Factors 

has had many years’ experience in 
this field. During 1974 the capital 
base of the company was expanded, 
with our interest increasing to 82%. 
By year-end, only eighteen months 
after its incorporation, it was 
processing an annual accounts 
receivable volume of over $22 million. 
Factoring, a relatively undeveloped 
financial industry in Canada, has 
shown a marked increase in its rate 
of growth over the past few years and 
we expect this trend will continue in 
the future. We are very pleased with 
Comcap’s progress to date and look 
forward to its continued growth and 
increasing contribution to our overall 
earnings. 


Debt Management 


The management of our various 
guaranteed funds, totalling $187 
million at the end of 1974, is an 
important aspect of our overall 
operations. The largest component of 


NY 


these funds are guaranteed 
investment certificates sold by 
Farmers & Merchants Trust through 
its branch system. During 1974 these 
certificates, ranging up to five years 
in term, grew to $123 million. Another 
important category is the trust 
company’s savings deposits which 
by year-end totalled $38 million, 
including $21 million in the form of 
funds deposited under registered 
retirement savings plans. It is worth 
noting that over the past four years 
the trust company’s fixed-income 
plan enjoyed the best performance of 
any comparable registered 
retirement savings plan in Canada. A 
new type of savings fund is the 
registered home ownership savings 
plan which will be offered by the trust 
company for the first time in 1975. A 
growing segment of these 
guaranteed funds are the bonds sold 
by General Mortgage to finance its 
conventional mortgage fund. With 
maturities of up to five years, they are 
placed through investment dealers 
both on a continuing agency basis 
and from time to time on an 
underwriting basis. 


An integral part of our debt 
management programme is the 
arranging of bank indebtedness and 
lines of credit. During the past year 
our lines of credit have been 
strengthened in order to meet the 
needs of our expanding operations. 


Farmers & Merchants Trust is 
reviewing various financing 
alternatives to provide funds for 
expanding its capital base, 
particularly the possible private 
placement of debentures or 
subordinated notes. Recent 
legislative changes in this regard 
provide the trust company with 
greater flexibility for this type 

of financing. 


General Mortgage has recently 
applied for an increase in its 
borrowing ratio from the current 17 
times admitted capital to 20 times 
admitted capital. This increase will 
enable the company to carry out its 
expansion programme for the next 
several years. 


Real Estate Development 


Our real estate development 
programme, carried out through 
Commerce Capital Properties, 
continued to move forward in 1974. 
Of greatest significance was the 
opening of our first two shopping 
centres in mid-year, one in Kenora, 
Ontario and the other in Estevan, 
Saskatchewan. Both centres are now 
in full operation under our 
management. 


Completion of Unicity Fashion 
Square, the regional shopping centre 
we are developing in Winnipeg with 
Trizec Corporation Ltd. and Hudson’s 
Bay Company Limited, is expected in 
the fall of 1975. In November 1974 
construction started on a 
neighbourhood shopping centre in 
Olds, Alberta. It is the first of other 
similar centres we expect to build in 
Alberta. 


We plan to commence construction 
this spring of anew 140,000 square 
foot enclosed mall centre in 
Courtenay, British Columbia, with 
Zeller's Limited and Overwaitea 
Limited as the principal tenants. 
Completion is scheduled for early 
1976. 


Although we recognize that certain 
urban areas in Canada, particularly 
the larger cities, have sufficient 
shopping centre capacity for the time 
being, there are many opportunities 
to build first-class enclosed mall 
centres of the 125,000 to 200,000 
square foot range in many 
medium-sized communities in 
Canada, particularly in the West. We 
intend to continue pursuing this area 
of the market. 


Officer Changes 


Early in 1975 Mr. James W. Leech 
was appointed Vice-President of 
Commerce Capital. Previously he 
had been Executive Assistant to the 
President. 


In October Mr. Christopher J. Cann 
was appointed President of General 
Mortgage and elected a director of 
that company. He was formerly 
Executive Vice-President. 


In March we were saddened by the 
death of Mr. Leonard Henderson who 
was Vice-President, Secretary and a 
director of General Mortgage. Mr. 
Henderson made an outstanding 
contribution to the affairs of that 
company, being responsible for its 
progress and direction for many 
years. 


Other Corporate Matters 


During 1974 we purchased additional 
shares of General Mortgage on the 
open market, increasing our interest 
from 87% to 93%. 


In 1974 Farmers & Merchants Trust 
issued 65,000 shares of the trust 
company’s stock to officers and 
employees under a Stock Purchase 
Plan. This, partly offset by our 
purchase of additional shares in the 
open market in February 1975, meant 
that our interest has been reduced 
from 64% to 62%. 


In September 110,000 shares of 
Commerce Capital's stock were 
issued to officers and employees 
under our Stock Purchase Plan, 
bringing the total number of shares 
issued and outstanding to 2,386,870. 


These Stock Purchase Plans were 
introduced to enable senior 
employees to purchase shares In our 
companies. Much of our success to 
date has been due to our ability to 
attract and keep good people and 
we believe it is important that they 
have an ownership position in the 
companies they help manage. 


Outlook 


We move into 1975 with a positive 
attitude despite unsettled economic 
and financial conditions. We believe 
that Canada, compared to most other 
countries in the world, is in a most 
favoured position and that our 
economy will enjoy a satisfactory 
long-term rate of growth in the future. 
All our operations are well managed 
and soundly financed and we are 
confident that we will carry on the 
process, started five years ago, of 
building an effective, co-ordinated 
financial service organization. With 
respect to earnings, we believe that 
the annual percentage increase 
experienced in the past two years will 
be maintained in 1975. 


J. B. Whitely 


Montreal, March 12, 1975 
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AUDITORS’ 
REPORT 


To the Shareholders 
Commerce Capital 
Corporation Limited 


We have examined the consolidated 
balance sheet of Commerce Capital 
Corporation Limited and its sub- 
sidiaries as at December 31, 1974 
and the consolidated statements of 
earnings, retained earnings and 
changes in financial position for the 
year then ended. Our examination in- 
cluded a general review of the ac- 
counting procedures and such tests 
of accounting records and other sup- 
porting evidence as we considered 
necessary in the circumstances. 


IN Our Opinion these consolidated fi- 
nancial statements present fairly the 
financial position of the companies as 


at December 31, 1974 and the results’ 


of their operations and the changes in 
their financial position for the year 
then ended, in accordance with gen- 
erally accepted accounting principles 
which, except for the change in the 
method of accounting for deferred in- 
come as outlined in Note 9 to the fi- 
nancial statements, have been ap- 
plied on a basis consistent with that of 
the preceding year. 


Tloms faletl |r 


Chartered Accountants 


Montreal, Quebec, 
February 26, 1975. 


CONSOLIDATED 
STATEMENT 
OF EARNINGS 


for the year ended 
December 31 


CONSOLIDATED 
STATEMENT OF 
RETAINED EARNINGS 


for the year ended 
December 31 


COMMERCE CAPITAL CORPORATION LIMITED 


Incorporated under the Canada Corporations Act 


Income 


Expenses 


Interest and amortization of financing expenses ... 
Other administrative and general expenses ....... 


Earnings Before Income Taxes, 


Minority Interest and Extraordinary Items ........... 


Income Taxes 


(etnies tartan ropa ae IGEN By Oe Put 
ESE UENO LEAP a5 specs Sota aa tee Be Wea eer a as a BN ae 


MinGrey amtehestian= iim cca tawent \amepe gh wt ht rs 
Earnings Before Extraordinary Items ................. 


Extraordinary MeInss ici. aiiey a ebay ath een daa bien 
Net Barnings oes 2unch sear trie a ciggakte see cago halk vat 


Earnings per Share (Notes 9 and 11) 


Before extraordinary items’... 06... 6... eee eee 
ip (otic fel gl ayo) ta Ue ue in: ma Gane pide, hh Els wee aaa Rear 


Balance at Beginning: of Yeahic ria. Asks yceciae bin pcos’ 
NebGarmingsy chant ieee rh ont tiedt int ace weal diae aa, Ves 
Balance at End:of Yeatrtsidtenditierps dee i antiga cones 


1974 1973 
$19,237,827 $ 9,848,706 
2,893,889 2,345,133 
22,131,716 12,193,839 
14,765,610 7,586,854 
4,797,970 2,/52,762 
19,563,580 10,339,616 
2,968,136 1,854,223 
856,531 Ohh. 
462,943 275,768 
1,319,474 855,345 
1,248,662 998,878 
422,748 330,943 
825,914 667,935 
SI ESS eerareeal oy yarns WECchy) 
$825,914 $ 666,681 
36¢ 30¢ 
36¢ 30¢ 
$ 1,318,060 $$ 651,379 
825,914 666,681 
$ 2,143,974 $$ 1,318,060 
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COMMERCE CAPITAL CORPORATION LIMITED 


CONSOLIDATED 
BALANCE SHEET 


as at December 31 Assets 


Gashand deposifreceipts is hing seu eee ae 
Marketable:securities (Note 2) oo. .0. 56.5. See, 
Mortgages, agreements and secured loans (Note 3) . 
Accounts receivable and other assets (Note 4)...... 
Investment in properties (Note 5) .................. 


Land, buildings, equipment and leasehold improve- 
ments — at cost less accumulated depreciation of 


$367,002 (1973 — $267,082)......... pa eect am 
Excess of cost of shares over net book value of assets 
of subsidiary companies (Note 1) ................ 


Liabilities and Shareholders’ Equity 
Guaranteed accounts (Note 6) 
Savings GSDOSMSi ye Wane. Oe Gi ke ogee a, Paani 
Guaranteed investment certificates............... 
BONES 2 okt er RRE ence ape Neamone oy oe nein enema ee ea 


Other liabilities 
Bank indebtedness — secured .................. 
Accounts payable and accrued liabilities ......... 
IMCOME TAX OS ani ie 0 Sea ala ae eae a 
Notes: payable (Note 7) fone es iit ah ie ce co noe 
Morigages: (NOtG38) 0a RUER thir ciate nue aaa, oe ge eee 
Deferred income’ (Note: 9G). ai ikea eae es 


DeferregdunG ome taxes emigre ry cenit Ge tere eee 
MIMOMIYuIntOre Stata etc nlc stacciy uta es th ceo pal 


Shareholders’ equity 
Capital stock (Note 10) 
Authorized: 5,000,000 common shares 
without nominal or par value 
Issued: 2,386,870 shares 
(1975 2,276,870 /Shares) ae nn a eae ee ee 
Retained earnings $5.f0;sient suet meeetn oor tee 


Signed on Behalf of the Board: 
J. B. Whitely, Director 
R. H. E. Walker, Director 
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1974 1973 
$ 5,952,139 $ 2,167,463 
28,046,207 29,400,512 
167,672,855 105,412,361 
6,889,315 3,560,723 
9,642,578 4,098,728 
1,611,980 1,132,968 © 
893,337 821,520 
$220,708,411 $146,594,275 
$ 37,916,033 $ 13,019,934 
122,718,858 92,740,123 
24,643,387 15,419,101 
1,321,000 1,444,000 
186,599,278 122623,158 
8,382,997 8,675,845 
2,098,611 1,591,166 
94,474 558,975 
1,149,800 1,099,800 
7,420,682 280,735 
2,899,021 1,722,793 
208,644,863 136,552,472 
_____ 952,028 489,085 
3,048,137 2,507,749 
5,919,409 5,726,909 
2,143,974 1,318,060 
8,063,383 — 7,044,969 
$220,708,411 $146,594,275 


CONSOLIDATED 
STATEMENT 

OF CHANGES IN 
FINANCIAL 
POSITION 


for the year ended 
December 31 


Source of Funds 


Operations 
SNS YST 6 aT 6 CSU bee Ro eh PR a a a 
ReMIS MOU NOvONING TUMOS (hee eat. oar oe | 
/ 
Decrease (increase) in marketable securities........ 
Increase in guaranteed accounts .................. 
ISSUC OLMOLeS (DAVAO waaay ono we bona ay ett 
Increaseun morngades: payable’: exer ee 
MEIEaSGuIMWOeteMmed MCOMEe Opt oi aks is aula a's 
Investment in subsidiary companies by minority 
SMSO OTS ior uee (chon orp ual heme gn en CIs G Ist eu Rt ay 
PES UON OM Sia Guntur rte ahi pin Sa wea tale ce basinde etn bore 


Application of Funds 


Acquisition of shares of subsidiary companies ...... 
Increase (decrease) in cash and deposit receipts ... 
Increase in mortgages receivable ................4. 
Changes in accounts receivable and payable....... 
Increase in investment in properties ................ 
PULCHASOVOUHXOCIASSOIS hi iii tee wich nats it nity ah'e 
Decrease (increase) in bank indebtedness.......... 
Dividends paid by a subsidiary company to minority 

SilarehOlCerss uu ccanenctednus chee eh Ue RIE Cem a nik 


1974 1973 
$ 825,914 $ 666,681 
1,052,522 745,659 
1,878,436 1,412,340 
1,354,306 (2,382,445) 
63,976,120 42,362,973 
50,000 1,099,800 
7,139,947 115,340 
1,176,228 21,476 
227,500 100,690 
192,500 689,400 
$75,995,037 $43,419,574 
$ 57,196 $ 1,308,956 
3,784,676 (5,578,038) 
62,237,995 51,786,471 
3,044,240 1,239,547 
5,573,850 2,319,935 
573,730 661,169 
292,848 (8,624,845) 
96,825 74,876 
333,677 231,503 
$75,995,037 $43,419,574 
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NOTES TO 1974 
CONSOLIDATED 
FINANCIAL 
STATEMENTS 
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COMMERCE CAPITAL CORPORATION LIMITED 


1. PRINCIPLES OF CONSOLIDATION 


The’ consolidated financial statements include the assets and liabilities of all subsidiary companies 
and the results of their operations and the changes in their financial positions from their respective 
dates of acquisition or incorporation. 


The excess of the cost of shares over the net book value of assets of subsidiary companies acquired 
is carried on the consolidated balance sheet without amortization. 


2. MARKETABLE SECURITIES 


1974 1973 
Held: by SUbSIGIanVECOMBAMIES auc rpent nica sey Sse ene en a $28,046,207 $29,400,512 
QuGte Gd MANKELWAIUCh Ee yea NMA nil en mea co etic a eu alike Axara ae $24,413,221 $27,220,974 


The major portion of marketable securities consists of government and corporate bonds which are 
recorded in the accounts at amortized cost. No provision has been made for the decline in the 
market value of marketable securities below recorded value because, in the opinion of manage- 
ment, such decline does not represent a permanent diminution in value. 


3. MORTGAGES, AGREEMENTS AND SECURED LOANS 

Included therein is an amount of $7,400,000 (1973 — $7,400,000) representing a subsidiary 
company’s beneficial ownership of interests in certain registered mortgages, which interests are 
held in trust for that subsidiary by an officer and director of the subsidiary, who is also a director of 
Commerce Capital Corporation Limited. 

4. ACCOUNTS RECEIVABLE 

Included therein is an amount of $3,282,000 (1973 — $1,828,000) of accounts receivable pur- 


chased by a subsidiary factoring company. 


5. INVESTMENT IN PROPERTIES 


1974 1973 
Developed properties cr) ine it ot atne aoe os wee en ied es $ 7,336,633 $ — 
ACCUMUIAtE CHGS PTEClallOMicawisaadact sso s phere Menon bestia 30,000 _ 
7,306,633 _- 
Properties ;under.developmemt wn: s4 9s 1 valet yale a Cracow mies 2,284,715 2,728,634 
Rental sOFO DERE S earch cass tusy tte elem iar sp tunel hina any rea — 947,770 
Properties mela: fOrSalen, vr siaaucc pack each hn bie ean ear ima gear 51,230 422 324 


$ 9,642,578 $ 4,098,728 


Developed properties and properties under development pertain to the operations of a subsidiary 
real estate development company. All costs and expenses, including interest, property taxes and 
general administration expenses, net of revenue, which are directly related to development activities 
are capitalized until a substantial rental occupancy is achieved. Thereafter, all such costs, exclusive 
of land costs, are amortized to earnings over the life of the properties. 


Properties held for sale, which are owned by another subsidiary company, are recorded at the lower 
of cost or appraised value. Cost is the mortgage balance receivable at the time of foreclosure plus 
related expenses of foreclosure and maintenance less revenues generated by the property. 


6. GUARANTEED ACCOUNTS 


The guaranteed accounts pertain to the operations of two of the company’s subsidiaries and are 
secured by the following segregated assets: 


1974 1973 
Cachan Cade DosireCelolste ky rete tw cmriaiwet Gian kuarack aay $ 3,718,347 $ 997,993 
WaEKeta ble SCCURUCS kei nea aati nta sale Wome lek oalial pele 23,765,094 26,221,416 
Mortgsqes-ancdusecurediloans=)) rnd A 159,115,837 95,403,749 


$186,599,278 $122,623, 158 


7. NOTES PAYABLE 


Notes payable are due to minority shareholders of subsidiary companies, are unsecured and are 
subordinated to the bank indebtedness of the respective subsidiary companies. $1,000,000 thereof 
matures in 1979 and bears interest at 11% and the balance matures in 1984 and bears interest 
at 12%. 


8. MORTGAGES 


Mortgages are payable by subsidiary companies. The major portion of these mortgages, in the 
amount of $6,600,000, is due in 1994, bears interest at an average rate of 10% and is being 
amortized over a thirty-year period. 


9. DEFERRED INCOME 


Deferred income pertains to the mortgage operations of two of the company’s subsidiaries. These 
subsidiaries issue mortgages at a discount or levy a service fee, both of which are deferred and 
taken into income over the term of the mortgages. 


Effective January 1, 1974 one of the subsidiaries adopted a more conservative method of amortiza- 
tion than that used previously. Had this change not been adopted, other income, net earnings and 
earnings per share for 1974 would have been greater by $213,500, $65,600 and 3¢ respectively. 


10. CAPITAL STOCK 


Number of 
Shares Amount 
Balancevat-December- oils WO Carine sirieis tine hl ea ee Te, 2,276,870 $5,726,909 
Shares issued under Stock Purchase Plan.................. 110,000 192,500 


BalaniceralDece mbes ites) Oak ime nee Situs gee bait ea ee 2,386,870 $5,919,409 


During the year the company created a Stock Purchase Plan for the benefit of designated officers 
and employees. In accordance with the terms thereof, the Trustees of the Plan purchased, for the 
benefit of such officers and employees, 110,000 common shares at $1.75 per share with funds 
advanced by the company. The advance is repayable over a period of up to nine years and is 
included in accounts receivable. 


All options previously granted to officers of the company which had not been exercised were 
cancelled. 
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Notes to 1974 
Consolidated 
Financial 
Statements 
(Cont'd) 
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11. EARNINGS PER SHARE 


Earnings per share have been calculated based on the weighted average number of shares out- 
standing in 1974 and 1973 of 2,314,843 and 2,258,061 respectively. 


12. COMMITMENT AND CONTINGENT LIABILITY 


A subsidiary real estate development company has an interest in a joint venture under which it has 
an eventual commitment of approximately $1,850,000 as one of the guarantors of a seven-year bank 
loan which the joint venture has arranged to cover the estimated expenditures. As at December 31, 
1974 the subsidiary company’s contingent liability as a guarantor was $255,000. 


13. STATUTORY INFORMATION 


1974 1973 

Remuneration of Directors and Officers 
Number of GireClors een Sake) ele an ge ie tt eee 10 10 
Directors) TEMUREFALION te ae ee aa se Mie eon ice a ae ee CML oe aaa $ 24,600 $ 21,600 
NUMBE™D Of OFC SS i aa ee Ni Ears Hance cee Wet ea ee 8) iS 
Officers? reMmuUnerationinn wes akicsearcea ehh aaa ie er eer reas $ 95,140 96,100 
Number of directors who are also officers ................ 3 3 
Depreciation. cose ek jase Ane ea le ae ei ah es Rb ce NR $124,718 $114,190 


14. COMPARATIVE FIGURES 


Certain 1973 items have been reclassified to conform with the 1974 presentation. 


Receptionist at Commerce Capital's head office, Montreal. 
REVIEW OF OPERATIONS 1974 


During 1974 there was a significant increase in customer demand for 
the financial services provided by the Commerce Capital companies. 
Our mortgage lending, trust, factoring and real estate development 
operations established record levels of activity. This performance is 
reflected in the financial statements shown on the preceding pages of 
the Report. The following Review of Operations is intended to give 
further insight into the specific accomplishments of our operating 
subsidiaries and their management. 
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An F&M representative explains the advantages of opening a registered retirement savings plan to a customer. 


fhm FARMERS & MERCHANTS 
Eero RUST COs: 


Farmers & Merchants Trust Co. Ltd. provides a wide 
range of financial services to the public, including 
savings and chequing accounts, guaranteed investment 
certificates, mortgage loans, registered retirement 
savings plans, registered home ownership savings 
plans, investment and property management, corporate 
trust services and other estates, trusts and agencies 
Services. 


The company, with its head office located in Calgary, 
Alberta, is one of Canada’s leading western-based trust 
companies. It operates in five provinces through a 
system of twelve branch offices. The newest of these 
offices is a full-service branch for downtown Winnipeg, 
Manitoba, opened in March 1975. This outlet was 
developed by Commerce Capital Properties which has 
moved its executive offices to the same location. 


During 1974 Farmers & Merchants Trust enjoyed record 
growth in assets, customer deposits and earnings. 


iran 2 auaba sezste coe Le 


A Vancouver condominium project financed by Farmers & Merchants Trust. 


Assets: Total assets rose from $117 million to $180 
million, an increase of 54%. This was primarily due 
to the expansion of the mortgage portfolio through 
a net placement of $53 million. A total of 1,400 
mortgages were written during the year, including 
the financing of over 1,200 housing units. Farmers 
& Merchants Trust continued, where possible, to 
tailor the maturities of these new loans to the 
maturities of its deposits. 


Customer Deposits: The principal reason for the 
success of the company’s expansion programme 
has been its ability to maintain a good supply of 
deposit money. During the year the trust 
company’s family of customers grew to over 
35,000. One savings instrument which was 
particularly popular was the guaranteed 
registered retirement savings plan offered 

by Farmers & Merchants Trust. A study 

made public in January 1975, showed that this 
plan out-performed all fixed income RRSP'’s over 
its four-year history. The company expects to 
launch a similar campaign for registered home 


MA 


mn 


ll 


pee ane wae CO 


ownership savings plans which have recently beer 
approved under the Canadian Income Tax Act. 
This will afford the trust company’s younger 
customers the opportunity of obtaining substantial 
tax relief by setting aside a portion of their savings 
to provide for the down payment on their first 
home. 


Earnings: One significant measure of Farmers & 
Merchants Trust’s Success as an emerging national 
trust company is its ability to show continued 
earnings increases. Despite the record high cost of 
money which faced all trust companies during 1974, 
earnings before extraordinary items increased 

from $812,000 to $1,077,000, up 33%. 


During the year the trust company commenced a major 
upgrading programme for its in-house computer, 

which until now has been used primarily for the 
centralized administration of the mortgage portfolio. 
Once completed, this more sophisticated installation 
will significantly increase the company’s capacity 

to extend further the range of its fiduciary services. 
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COMMERCE CAPITAL 


PROPERTIES LIMITED 


Commerce Capital Properties Limited is a 
Winnipeg-based real estate development company 
which specializes in the development and management 
of shopping centres. It has at present two shopping 
centres in operation, interests in two other centres under 
construction, plus sites for future development in various 
Canadian communities. 


The year 1974 was a particularly active one, 
highlighted by the opening of the company’s first 
two projects—enclosed mall shopping plazas in 
Kenora, Ontario and Estevan, Saskatchewan. 


Kenora Shoppers Mall, situated on a 10-acre site 
in the downtown area, was formally opened in July 
1974. It has 140,000 square feet of retail space 
and parking for 680 automobiles. 


Estevan Shoppers Mall, situated on a 27-acre site, 
was opened in August 1974. It comprises 178,000 
square feet of retail space and parking for 1,050 
automobiles. 


To date, retail sales in both locations have been well 
above expectations. 
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Kenora Shoppers Mall, opened in July 1974. 


Construction of Unicity Fashion Square, our joint venture 
with Trizec and The Bay in the western part of Winnipeg, 
commenced in August 1974. This regional shopping 
centre will comprise 560,000 square feet and will 
provide parking for over 2,600 automobiles. The anchor 
department stores will be The Bay and Woolco and the 
supermarket, Dominion Stores. The opening is 
scheduled for fall 1975. 


In November 1974 Commerce Capital Properties, 
together with a joint venture partner, commenced 
construction of Mountainview Plaza, a neighbourhood 
shopping centre for Olds, Alberta. 


In December 1974 the company was successful in 
securing a Land Use Contract to develop an enclosed 
mall shopping centre on a 22-acre site in Courtenay, 
British Columbia. This shopping centre will comprise 
140,000 square feet with provision to expand by a 
further 35,000 square feet. The department store will 
contain 60,000 square feet and has been leased to 
Zeller's. The supermarket tenant will be Overwaitea 
Foods, a major B.C. supermarket chain, who has 
leased 26,000 square feet. Lease negotiations are in 
progress for the remaining commercial rental units, with 
preference given to local merchants. Permanent 
financing has been arranged and construction is 
expected to commence shortly, for completion in early 
1976. 


At the beginning of 1975 the company completed a 
new building on Portage Avenue, Winnipeg, to house 
both its own executive offices and the new branch outlet 
for Farmers & Merchants Trust. These new facilities 
provide ample room for the future expansion of 
Commerce Capital Properties. 


HELIN MAcboH ALD. 


a 


Mountainview Plaza, Olds, Alberta, currently under 
onstruction and scheduled to open during the summer of 
is), 


Santa Claus arrives at the Kenora Shoppers Mall. 


T. L. Charne, President /eft addresses Mayor |.M. 
etterson and the citizens of Estevan at the opening of 
stevan Shoppers Mall, August 1974. 


Estevan Shoppers Mall has brought many new retail 
outlets to the consumers of Estevan. 


SN ep SS 
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GENERAL MORTGAGE 
CORPORATION OF CANADA 


General Mortgage Corporation of Canada is a regulated 
mortgage company specializing in first mortgages on 
single family residential properties and, to a lesser 
extent, on commercial and industrial properties. The 
company funds its mortgage lending activities primarily 
through the sale of bonds to the public. General 
Mortgage operates from its head office in Toronto and 
mortgage loans are generated by its own mortgage 
officers in the field as well as through brokers and real 
estate agents. To date, the concentration of its 

lending has been throughout Ontario. 
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A suburban development on the outskirts of Toronto financed by 
General Mortgage. 


1974 was another year of impressive growth for General 
Mortgage. Its mortgage lending programme continued 
at a steady pace during the year despite a general 
slowdown in the mortgage market in the second half. 
Over 400 mortgages were written, most of which 
financed single family dwellings. In doliar terms, this 
meant a net mortgage placement of over $9 million. The 
increase was financed by the sale of an equivalent 
amount of one to five-year bonds through a group of 
investment dealers. The company continued its policy of 
matching the maturities of its bonds with the maturities 
of its mortgages in order to protect profit margins. 


During the year General Mortgage’s total assets rose 
from $19 million to $29 million, an increase of 53%. 

This growth in assets gave rise to a 46% increase in net 
earnings from $149,000 to $218,000. 


In late 1973 General Mortgage introduced the sale of 
bonds on a continuous tap basis as a new financing 
technique. Throughout 1974 this method of financing 
was used extensively and proved to be highly 
successful during this tight money period. 


COMCAP FACTORS INC. 


Comcap Factors Inc. operates in a specialized segment 
of the financial service industry, its principal activities 
being factoring and related commercial financing. In its 
role as a factor, Comcap purchases the accounts 
receivable of its clients, assuming full credit and 
collection responsibility. This service is offered on both 
a recourse and non-recourse basis and, in most cases, 
is accompanied by a commercial financing agreement 
which means that funds representing a percentage of 
the purchased accounts receivable are advanced to the 
client prior to their collection. Comcap also engages in 
import financing where funds are loaned against letters 
of credit. All clients receive a broad range of ancillary 
services, including credit approval, account collection 
and bookkeeping, business counselling and a variety of 
management information reports. 


Since it commenced operations in mid-1973 Comcap 
has developed a base of quality accounts. These clients 
represent Canadian growth-oriented companies who 
use Comcap’s services to increase their working capital, 
which otherwise would be tied up in accounts 
receivable, and to insure against bad debt losses. 


By the last quarter of 1974, its first full year of operation, 
Comcap was processing an annual accounts receivable 


One of Comcap’s clients is a leading fashion manufacturer. 


volume of over $22 million. New clients taken on during 
the year accounted for approximately 40% of this 
figure. This business was financed with the company’s 
equity capital and lines of credit with Canadian 
chartered banks. Despite the fact that the company’s 
cost of funds rose sharply during the year, its profit 
margins were not eroded because all of its contracts 
contain interest rate escalation clauses. Factoring 
commission rates also held steady during the year. 


Historically, factoring has been closely associated with 
the textile and garment industries. For that reason clients 
associated with these sectors of manufacturing 
accounted for approximately 65% of the company’s 
1974 factoring volume. During the year additional firms 
from other industries were introduced to Comcap’s full 
range of financial services, which can be tailored to 
specific industry requirements. As a result of these 
marketing efforts the company’s client list was further 
diversified and now includes importers, exporters, 
manufacturers and distributors of such non-textile 
product lines as: packaging materials, home and office 
furnishings, leatherwear, hardware, automobile 
accessories, silk screen printing, steel rule dies and 
chrome plating. As Comcap develops and expands, 
one continuing objective is to diversify this client base 
further from both a geographic and industry point of view. 
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N. R. Stagg, Vice-President, reviews the computer records of 
Commerce Capital Financial's mortgage portfolio. 
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A townhouse project, financed by Commerce Capital Financial. 


COMMERCE CAPITAL 
FINANCIAL CORPORATION 


Commerce Capital Financial Corporation provides 
short-term mortgage financing, including 

construction loans, land development loans, 
wrap-around loans, gap loans and stand-by 
commitments. Operating from Toronto, the company 
makes loans on its own or in participation with other 
lenders in many provinces of Canada and in selected 
areas of the United States. Since operations 
commenced in mid-1973 the company has developed 
a substantial portfolio of mortgages. A diverse group of 
properties have been financed, including: condominiums, 
townhouses, nursing homes, apartments, shopping 
centres, industrial buildings and serviced land. 


During 1974 the impact of escalating interest rates and 
rapidly inflating construction costs resulted in a general 
slowdown in new real estate projects across Canada 
and, to an even more pronounced extent, in the United 
States. These severe economic conditions forced many 
developers, especially in the U.S., to discontinue certain 
developments under construction. The construction 
slowdown, coupled with a more conservative lending 
policy adopted by the company, curtailed its mortgage 
lending programme. In total, the 1974 mortgage loan 
production was just over $3 million compared to $8 
million in 1973, resulting in a slight decline in mortgages 
outstanding. For this reason, together with an upward 
adjustment in the provision for loan losses, Commerce 
Capital Financial’s earnings were lower than anticipated. 


FIVE-YEAR FINANCIAL REVIEW 


1974 1973 1972 1971 1970 
YEAR-END POSITION (thousands except per share figures) 
Assets 
WaswanorGemOsit TECEIDIS. © 0... cce seca sie teawn enn SS Skee $2; 1167 DAG $ 2,496 $ 345 
Frere io CM gd day oslo teas APRA Wace Suisaeda bod as 28,046 29,483 27,101 1,295 475 
MM OVIGRGES. a oe eas Bae ate Ae eee 167,673 105,412 Oo,D00 6,422 SoZ 
Accounts receivable factored .............. 00.0 .000. 3,282 1,828 — — a 
PRO SMIIOS oo S's Ceol belay ae ene 9,643 4,099 1,851 63 —— 
CWE 5 also al ded atelier 6,112 3,605 1,637 222 21 


$220,708 $146,594 Sl, S10 $ 10,498 $ 6,213 


Guaranteed accounts 


MME EICOCSNS i. sc back we peek cucu eb ae ees $ 37,916 $ 13,020 $ 10,720 $ — $  — 
Guaranteed investment certificates ..............00.. 122,719 92,740 59,123 — oo 
OH Coma MMPN Nery rein Phas oe ae wk oko ees wh 24,643 15,419 7,627 SRSA 1,522 
GUI HOURS he ge siete gS SI a a 1,321 1,444 2,790 1,786 3,091 
$186,599 $122,623 $ 80,260 DEEAOOS $ 4,613 
OH TCIMONIO Samer rate. Sa ae Waku Vanes caviar o $ 22,046 $ 13,929 $ 2,959 $ 36 $ 34 
DSIEMCCITCOMONAXCSAb te hcacu cs Ge caveicen Gade ue rlue $ 952 $ 489 $ 2NS $ Ths) $ 23 
OES OA ee ee $ 3,048 Gio 08 3% 2B) $ BTS $ 732 
aE ACES RNG Ee os vinalsiteeg eed vd vn ee i $ 8,063 $ 7,045 $ 5,689 OF 758 $ 811 
Per SGU a ES een en 0 § 3.38 Cas 09 $ 2.68 pun e004 aye ee Theyll 


RESULTS FOR YEAR (thousands except per share figures) 


Income 
MOUSE, hie le Gab ep, he NER Oa OR Ie $ 19,238 $ 9,849 $ 6,663 $ 682 $ 243 
CASRN co Ra I Ae an 2,894 2,345 1,679 94 25 
$ 22,132 $ 12,194 $ 8,342 $ 776 $ 268 
Expenses 
USES 1) 0 eg ae a $ 14,766 WSN Dia o224 $ 436 $ 163 
CSET ch Tel eae: 6 Oe AR Didi ie a A 4,798 208 1,726 247 135 
$ 19,564 $ 10,340 $ 6,950 $ 683 $ 298 
Earnings before extraordinary items ..................0.. $ 826 $ 668 $ 357 $ 44 $ (46) 
LE SAS gO A OL Lae UR We aie 36¢ 30¢ 25¢ 3¢ (9¢) 
SUS OST T ATT ae aa te Ae Sa eat? A $ 826 $ 667 $ 401 $ 251 $ (465) 
LE Se om, We COs Ene Coney nf ot ee 36¢ 30¢ 28¢ 19¢ (92¢) 
SHAREHOLDERS’ STATISTICS 
Common shares outstanding 
VA SGT Stele FETT: V9 | cMRIN tea dhe ale a en 2,314,843 2,258,061 1,441,037 1,349,370 503,788 
UGH CE TSE 0 | = ae aah 8 00 0 a a a er 2,386,870 2,276,870 2,124,370 1,349,370 503,788 
Approximate number of registered shareholders ...... 2,300 2,300 2,000 1,700 1,600 


25 


